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Australian Agribusiness

Global outlook supportive of lower prices

Global phosphate and nitrogen fertiliser prices were largely stable through
February, March and into early April. However since mid-April prices have
started to fall again.

The USA Gulf price of DAP has fallen by 10%-15% to US$320 FOB per
tonne in the last month, while perhaps more telling, the 3 month forward
price has collapsed to US$275 per tonne, down 28% m-o-m. A similar
picture exists for Urea, with granular Urea product originating from the
USA and the Middle East easing 9%-15% over the last month.

These latest price falls only confirm that the global supply squeeze on
fertiliser, which drove prices to extreme levels in 2008, is now well behind
us. This is probably best illustrated by US producer stocks of rock
phosphate.

From 1997 to 2006 USA producer rock phosphate stocks averaged 7.6
million tonnes, ranging between 6.9 and 8.8 million tonnes, but by mid-
2008 had fallen to just above 4 million tonnes, as the supply squeeze
reached its zenith. As of the end of February 2009, stocks have risen to
7.1 million tonnes, a rise of 2.8 million tonnes or 65% in less than 12
months.

In the four months to February 2009, USA rock
phosphate stocks have jumped dramatically and are
back to similar levels experienced from 1997 to 2006
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When US rock phosphate producers last had stocks at current levels in
2005 and 2006, the global price of DAP was US$260 per tonne. All else
being equal, this implies that the market still has the potential to fall
further from the current level of US$320 per tonne.
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From an input cost perspective, comparing the current phosphate market to 2005 and 2006, the price of energy
and freight is similar but the price of rock phosphate is considerably higher. Based on the latest US import
data, rock phosphate has been trading at around $US100 per tonne from Morocco, still double the price in 2005
and 2006. Overall however, the trend in rock phosphate prices continues to be bearish, with further falls in
rock phosphate likely to only add weight to DAP prices moving below US$300/tonne over the next 6 months.
The other factor which could again weigh on prices in coming months is the Chinese Government’s fertiliser
export policy. The current high

export tax reverts to just 10% in Major reserves of rock phosphate around the world...
the ‘low-season’, which runs from total reserves are estimated at 15 billion tonnes or

Ist June to 3lst July 2009 for 90 years of supply at 2008 production levels
MAP/DAP and from 1st July to

31st August 2009 for Urea.

5.7 billion tonnes /i

Morocco & W. Sahara f
203 years

In the longer term, while
underlying global demand for
fertilisers is expected to continue
to grow strongly, supply looks
more than capable of meeting
this demand.

Jordan
0.9 billion tonnes
7 163 years

In terms of phosphate fertiliser,
the only significant source of
phosphate for manufacturing and
use in global agriculture is rock
phosphate. So how large are the
world’s reserves of rock

4.1 billion tonnes
¢
/% 82 years

phosphate? South Africa
1.5 billion tonnes ¥ }
Based on current global reserve 625 years
estimates from USGS, 15 billion -
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tonnes of economically
extractable rock phosphate have
been identified. Based on 2008 production/extraction levels, this equates to 90 years of future supply. The
two largest reserves identified to date are in Morocco/West Sahara and China (see above) with just 5 countries
accounting for 90% of total reserves. For the world’s largest exporter of rock phosphate, Morocco, economic
reserves are estimated at 5.7 billion tonnes or a reserve life of 203 years based on 2008 mining levels! As for
the other major reserve holder, China, it is worth noting that up until 12 months ago China’s reserves of rock
phosphate were estimated at 6.6 billion tonnes, but this has recently been revised lower to 4.1 billion tonnes or
reserves of 82 years.

In terms of supply of rock phosphate over the next 3 or 4 years, significant expansion of mine capacity across
the globe is expected. China’s rock phosphate capacity is forecast to increase by around 15 million tonnes by
2012/13, while additional capacity of nearly 10 million tonnes each in the Middle East and South America is
forecast over the same period. This equates to increased capacity of at least 35 million tonnes. We estimate
that even if global demand for rock phosphate grows by 4% per annum in coming years (after a pull-back in
2009), only an additional 20 million tonnes are likely to be needed by 2013.

Australian market

A combination of weaker global fertiliser prices and a stronger A$ has pushed the import price of DAP/MAP and
Urea nearly 20% lower over the last 2 months. Based on ANZ’s import parity price series for DAP/MAP, the
price at the end of February 2009 was A$610/tonne, but by the end of April this had fallen to A$500/tonne,
down 18%. The ANZ import parity price for Urea has fallen by 17% over the last 2 months, with the price
currently around A$400/tonne. Note that the ANZ import parity price series does not include
wholesaler/retailer margins.

In terms of the current retail price of fertiliser in South Eastern Australia, prices have remained fairly static over
the peak sales period for the Australian market. Between February to April 2009, the retail price of DAP/MAP in
South Eastern Australia was around A$840/tonne and A$610/tonne for Urea. At these levels the price of high
analysis phosphate fertilisers is still considerably lower for farmers than for the same time last year. For those
farmers in South Eastern Australia purchasing MAP/DAP between February and April last year, the average
retail price was A$1,200/tonne. In the Urea market, current retail prices are similar to the same time last year.
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ANZ Australian import parity price series

To illustrate the impact changing global fertiliser prices and currency movements have on Australian import
prices, we have constructed an Australian import parity fertiliser price series for DAP and Urea. The ANZ import
parity prices calculated are a US Gulf CIF (Cost Insurance Freight) price converted to Australian dollars and so
does not include wholesaler/retailer margins.

ANZ Import Parity Price Series

UREA Apr May Jun Jul 08 Aug Sep Oct Nov Dec Jan 09 Feb Mar Apr

(A$/1) 08 08 08 08 08 08 08 08 09 09 09

Month

Ending 640 765 825 960 1030 985 515 440 320 450 480 440 400

Price

Monthly o) 0, 0, O, (o) o, 0, 0, 0, 0, (o) 0, 0,

Change 32% 20% 8% 16% 7% -4% -48%  -15% -28% +42% +6% -8% -9%

DAP Apr May Jun Jul 08 Aug Sep Oct Nov Dec Jan 09 Feb Mar Apr

(AS$/1) 08 08 08 08 08 08 08 08 09 09 09

Month

Ending 1440 1370 1350 1370 1470 1470 1520 925 600 600 610 530 500

Price

g/l;])nthly 14% -5% -1% 1% 7% 0% 4% -39% -35% 0% +2% -13% -6%
ange

ANZ Import Parity Price Chart
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Sources

ANZ, Bloomberg, Datastream, USGS
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Important Notice

Australia and New Zealand Banking Group Limited is represented in:
AUSTRALIA by:

Australia and New Zealand Banking Group Limited ABN 11 005 357 522
100 Queen Street, Melbourne, Victoria, 3000, Australia

Telephone +61 3 9273 6224 Fax +61 3 9273 5711

UNITED KINGDOM by:

Australia and New Zealand Banking Group Limited

ABN 11 005 357 522

40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom
Telephone +44 20 3229 2121 Fax +44 20 7378 2378

UNITED STATES OF AMERICA by:

ANZ Securities, Inc. (Member of NASD and SIPC)

6th Floor 1177 Avenue of the Americas

New York, NY 10036, United States of America

Tel: +1 212 801 9160 Fax: +1 212 801 9163

NEW ZEALAND by:

ANZ National Bank Limited

Level 7, 1-9 Victoria Street, Wellington, New Zealand

Telephone +64 4 802 2000

This document (“document”) is distributed to you in Australia and the United Kingdom by Australia and New Zealand
Banking Group Limited ABN 11 005 357 522 (“ANZ”) and in New Zealand by ANZ National Bank Limited (“ANZ NZ”).
ANZ holds an Australian Financial Services licence no. 234527 and is authorised in the UK by the Financial Services
Authority (“FSA”).

This document is being distributed in the United States by ANZ Securities, Inc. (“ANZ S”) (an affiliated company of
ANZ), which accepts responsibility for its content. Further information on any securities referred to herein may be
obtained from ANZ S upon request. Any US person(s) receiving this document and wishing to effect transactions in any
securities referred to herein should contact ANZ S, not its affiliates.

This document is being distributed in the United Kingdom by ANZ for the information of its market counterparties and
intermediate customers only. It is not intended for and must not be distributed to private customers. In the UK, ANZ
is regulated by the FSA. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have
under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the
FSA.

This document is issued on the basis that it is only for the information of the particular person to whom it is provided.
This document may not be reproduced, distributed or published by any recipient for any purpose. This document does
not take into account your personal needs and financial circumstances. Under no circumstances is this document to be
used or considered as an offer to sell, or a solicitation of an offer to buy.

In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and
employees may have an interest in any financial products (as defined by the Australian Corporations Act 2001),
securities or other investments, directly or indirectly the subject of this document (and may receive commissions or
other remuneration in relation to the sale of such financial products, securities or other investments), or may perform
services for, or solicit business from, any company the subject of this document. If you have been referred to ANZ,
ANZ NZ, ANZ S or their affiliated companies by any person, that person may receive a benefit in respect of any
transactions effected on your behalf, details of which will be available upon request.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable.
The views expressed in this document accurately reflect the author’s personal views, including those about any and all
of the securities and issuers referred to herein. The author however makes no representation as to its accuracy or
completeness and the information should not be relied upon as such. All opinions and estimates herein reflect the
author’s judgement on the date of this document and are subject to change without notice. No part of the author's
compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any
securities or issuers in this document. ANZ, ANZ NZ, ANZ S, their affiliated companies, their respective directors,
officers, and employees disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence),
contract, equity or otherwise) out of or in connection with the contents of and/or any omissions from this
communication except where a Liability is made non-excludable by legislation.

Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (N2Z)
shall not apply.
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